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EXECUTIVME SUMMARY

OBJECTIME

The obpctine oft is auditw as o re\ew SocialSe curity Adm inis tration (SSA)
po kies and procedures t record and \erify Socia ISe curity num bers (SSN)used
by auxiBry and suni\vor be ne ficiares be fore approvng titl llpayments.

BACKGROUND

During 199 6, SSA paid about9¥3 billbn t© 12.3 milon auxi lry and suni\or

be ne ficiaries oftte O B-Age, Surn\vors and Disabi ty hsurance (OASD I) program
undertith oft e SocialSecurity Act' h a rportissued by tie Departmentof
Healb andH# uman Sendces, O ffice of Inspector Generall(f # SO IGY on

January 23, 1987, itw as notd t ata significantnum be r ofauxi lary and sunA\or
be ne ficiaries wh o were receivng bene fits did noth ane SSNs recorded or\enfied in
SSA systms. kh rsponse t ourfindings, tte Tech nicalland Misce Bhne ous
Rexenue Act(Pubk Law (P.L.)100-647)w as enacttd on Noxember 10, 19 87.
The Actrquired t atafier June 1, 19 89, albene ficiaries fumish proofofan SSN
orexdence ofapp kation for an SSN in order to receine bene fits.

Wit te enactmentofP.L. 100-647, SSA impImentd ce rtain procedures

re quiring be ne ficiaries t© provde proofofa vald SSN or to app ¥ for an SSN
before receiving benefits.®> Forexam pl, SSA procedures now require fie B offices
()t annotatt achimant3 SSN oneitterte Modemized Chins System (MCS)
oramanualichim form during t e app kation process. IFa chimantdoes noth a\e
an SSN or promMdes a num berth atdoes notrconcill wit inform aton contained in
otier SSA systms, FOs are required to resolle te discrepancy before tte chim is
p kced in cunentpay status.

hte exentthata chimantis issued bene fits before an accurate SSN is obtained,
SSA impEImentd te Beneficiary 3 Ow n SocialSe curity Num ber (BOSSN)allrt

1 OASDIbenefits are paid  rtired ordisablld workers and t eir quaMied dependents or suRA\OIS.
These dependents orsunivors are rfned to as auxi lary or suna\or be ne ficiaries.

2 The HH SO IG reportw as entithd, Rexiew ofPayments 1 Auxi lary Bene ficiaries W it out Th eir
Ow n Socia ISe curity Num ber (CIN: A-13-86-62608)

3 SSA ¥ Program O perations ManuallSystm, RM 00207.035(A)Y1)w as re\sed © read, “A b ough
notrquired forentitIment, each tith Nchim antentithd June 1989 or RErmusth axe and pronde
an SSN, ormustapp ¥ for an SSN to receine bene fits.””



process. Wit tis program, FOs are notifitd \ya a BOSSN allrtwhen benefits are
aw arded o a chimantw it eiteramissing orun\erified SSN.* The allrts are
issued on a bimont ¥ basis untibt e conectSSN or name ordat ofbirtt h as
been amended in t e appropriatt SSA systm. Based on data obtained from SSA,
te Agency issued BOSSN allrts for 29,705 be ne ficiaries during tte monti s of
Marct and Aprilll99 7.

To accom pkh ourobpctine, we rexewed hws, regu htions, and SSA procedures
requinng SSNs as a condition for receiptofbenefits. We allo e B discussions
with SSA personne Ho determine e procedures used to process be ne ficiary
chims and rersolle BOSSN allrts. Additonal}, we anakbzed Mast r Be ne ficiary
Re cords (MBR)and ot e r appropriatt systm gquenres (e.g., Numidents,

A bh a-Ihdex reports, and Dexe bpmentW orksheets) for a pudgmenta l-se Ictd
sampl of129 beneficiares. Because oursampll was jdgmentalf se Ictd, we
did notpropctte resulk t© te totallpopu htion ofun\erified ormissing SSNs.

We performed our auditw ork atSSA FOs bcatd in Bim ingh am and
TamBdega, A kbam a, and \Ja & Iph one discussions witt SSA personne lin

H ouston, Texas ;0 rkndo, Fbrida ;Mineo h, New Yor zand Las \£gas, Ne\ada.
Fe Bwork was performed between October 1996 and September 199 7.

RESULTS O F REVVIEW

Ak ough SSA has impEmentd procedures designed o complbwit te
prowusions of P.L. 100-647, SSA 3 bene ficiary app kation and paym entprocesses
continue to aw ard bene fits to auxi lryASunaor chimant w it unk now n or
unerified SSNs. Specifical}, during March and Aprill199 7, SSA paid bene fits
29,705 bene ficiaries wh o h ad missing or un\erified SSNs.

Exen ttough FOs were allred o t e missing and discre pantinform ation on a
bimont ¥ basis, we found t att e beneficiaries inclided in oursampll h ad been
in currentpay status for an anerage of3% years (ranging from 1 mont t o\er

7 years)w itt outany conectinve action taken. h totallte 129 beneficianes
examined h ad been paid 2.2 milbn in tith Nbenefits between t e datts t attiey
were infial}y entithd t© benefits and Aprill30, 1997. As such, we be Bxe t at
furtt erefforts coulll be &k en o strengtten controll within SSA 3 chims

app kation process to ensure complnce wit te hw and Agency requirrment.

h additon o sometimes Engt y de hys in recording and \erifying SSNs, SSA 3
practice ofpaying benefit o chimants whohaw missing or un\erified SSNs h as
an im pacton paymentaccuracy. Forexampl, wit in asampll of54 BOSSN

4 An “@merified”>SSN occurs w i en a c him antprovdes an SSN, name, or dat ofbirth t atdoes
notrconcill wit inform ation alkady annotattd on SSA 3 Numidentmastrfil for t atindinvidual



allrts witt missing SSNs, we identified 99,609 in onepayment and inconect
payment t 4 beneficianes. Specifical}, we identified © ree beneficiaries w it
missing SSNs wh o h ad exceeded annua ke arnings I itations and were

subseque nth o\empaid $B1,444. Additional}, we dettcted anot er bene ficiary w it
amissing SSNwhohaddied oner2 years before SSA £minatd his benefits. As
aresull, SSA made payments ofHL5,165 in error. The abowe o\erpayment and
inconectpayments were notprexentd ordettctd by SSA because t e SSNs
were missing from te MBR and, terefore, notm atch ed successfulf to annual
earnings or Stat deat data.

RECOMMENDATIONS

We recommend @ atSSA resole aBoutstanding missing and un\erified SSNs in a
time F manner. We allorecommend t atSSA reconero\erpayments made to te
t ree identified beneficiaries wh o h ad earnings in excess oft e annualllh itations

and seek restitution ofbene fitt w rong ¥ paid t a chimantafierh is deat .°

Additional®, we recommend @& at SSA im prone controll by requiring m anage me nt
appronaho o\emide systm edits designed t© preclide tte aw ard ofbenefit ©
chimantt wit an un\eriftd SSN. Fnal}, we recommend t at SSA issue a
memorandum 1 alpersonne Bresponsib  for processing c kin app kations t at
willreem ph asize te importance of foBbw ing estab khed procedures so t ata
prope r de € m ination ofe Kgibi My can be made.

AGENCY COMMENTS

hitt wrnten response to ourdraftreport, SSA agreed wit fourofte fhe

recom mendations. Specifical}, SSA stated t atitis alkady pursuing approprat
remedies fortie cases inwhich overpayment and inconectpayments were
identified. Furtter, SSA phns to issue amemorandum t atwill 1)instruct
personne Mo reduce tie numberofoutstanding allrts ;2)reem ph asize te

im portance offolbw ing estab kh ed procedures ;and 3)evaliat similr type cases
for indications of fraud and m ak e appropriatt refermal t tte O flice ofte

hs pe ctor Ge ne ral(O IG).

SSA disagreed wit our recommendation t atw oul require SSA management
approna o o\emide systm edits designed o preclide tte aw ard ofbenefitt ©
chimants wit an unm\erified SSN. h it response, SSA stated tt att e un\erified
SSNs resu kfrom minor discre pancies between inform aton entred into MCS and
inform ation stored on te Numident Further, SSA rstatd t atte O IG auditdid
notrportamonetary eflectassociatd witt tte sam pll ofbeneficiaries w it

SWehaw alorfned tis materto O ffice oft e hspector GeneralR Office of In\es tigations t©
assess wheterpostdeatt benefitchecks were fraudu Inth negotiatt dfm isused.



un\erified SSNs. Therefore, SSA did nothbe B\e t atrquiring a manager? re\ew
t o\emmide tie editwoull be costeflectine. Additonal}, SSA asserted t att is
controlw ou Bl im pede t e processing oftte chim. SSA did agree t attese
discrepancies shoull be resolled ina tme ¥ manner and w i Missue a mem orandum
o appropriat staff. (See Appendix A forthe fullextofte Agency 3 comments.)

O IG RESPONSE

Ourrewvew dischbsed tt atalb ough SSA has impEmentd procedures designed t©
compkwit te prousions of P.LL 100-647, we be BE\e t atfurtt erefiorts coul
be taken to strengtten conttoll wit in SSA 3 chims app kation process to ensure
comphbnce wit Bgalland Agency requirements. Whill criticalide ntifying

inform ation is com pared t© SSA I mastrfils for alic hin ants, an editdoes not
prexentpaymentwhen discrepancies exist SSA 3 poky stats t atifchimant
inform ation entred in MCS does notrconcill witt inform ation contained in t e
Mode mized Enum e ration Systm (MES), two Dexe bpmentW ork sheetissues
(itms needing reso lition)w i Mbe propagattd. The poky allo stats t atMCS
contains areceiptdat fie Binwhich SSA personne khoullentert e dat
emMdence was presentd by te chimantto resolle te discrepancy (Dee bpment
Worksheetissue) Howexer, iFSSA personne lw antto com plt processing ofa
chim and emdence has notbeen presentd © resolle tie discrepancy, tey may
entrsix X3 inte receiptdat fie Bl rat er tt an an actua ldat.

We be BExe tattie inclsion ofsix X3 (XXXXXX)in te receiptdat fie B oftie
Dexe bpmentW orksheetw it outm anage me ntconcunence circum\ents te inent
oft e controll Consequenth, OIG affirns tis recommendation and request t at
SSA reconsiderits position on requiring m anage me ntapprova o o\e mde systm
edits designed to preclide tte aw ard ofbenefit ©© chimant w it an umerfied
SSN. Furtter, ifFO personne were required t reso e discrepancies whill
compltng te iniialichims app kation, te need for BOSSN allrts w ou Bl be
reduced significanth.
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INTRODUCTIO N

OBJECTIME

The obpctine ofthis auditw as to revMew SSA pokies and procedures to record
and \enfy SSNs used by auxilry and sunavor be ne ficiaries be fore approvng tith
llpayments.

BACKGROUND

During 199 6, SSA paid about9¥3 billbn t© 12.3 milon auxi lry and suni\or
be ne ficiaries ofte OASD Iprogran under tith lloft e SociallSecunty Act
OASDIbenefits are paid o retirrd ordisabld workers and t eirqualfied
dependents orsunavors. SSA m aintains records ofbe ne ficianes and be ne fit
payment by accountnumbers. This accountnumberis te SSN ofte wage
earneron wh ose beh aFbenefits are paid.

SSA T Chim App kation and AppronalProcedures

When an auxibry orsunaor chimantapp ks for tith lbene fits, t e indivdua Bis
required to promde specific inform ation such as t e app kant?3 name, dat of
birtt , and SSN t© an SSA chims rprsentatine (CR) Typical}, ttese chims are
made in person atan SSA FO by t e indiMduallorhis orherrpresentatine (e.g.,
pare nt, guardian, representatine payee) Ihfom ation and ewvdence required for
adjpdication ofa titl llchim is outhed in SSA regu khtons. Additonal®, MCS
screens prom ptt e CR processing tte chim to obtain and inputrequired

inform ation during t e inita linte ndew .

During tt e chim app kation process, MCS is com pared t©© SSA 3 Numidentmastr
fil.°® This interface is driven by tte SSN entred in MCS fortie subjpctchimant
IFany inform ation regarding t e chimantdoes notm atch data contained in te

Num ident(e.g., name, date ofbirtt , SSN), a Dexe bpmentW orkshee tis
propagatd indicating t ata discrepancy exists witt te chimant3 SSN. The
responsibl CRis required o resolle allDe\e bpmentW orksheetissues before te
chim is adpdicatd and benefits are aw arded. I certain cases, tte chimantmust
complt aFom SS-5, App kation for a Socia ISe curity Num ber, t conect

inform ation contained on e Numident Forexampl, ifte Numidentmasterfill
shows a beneficiary 3 maiden name butt e personis filhg a chim under am arried

® The Numidentmastrfill contains alle Inantenum e ration infom ation (e.g., name, dat ofbirt ,
moter3 maiden name, etc.)foreach individua Inum berh o Ber.



name, an SS-5 shoull be conpltd o re\vse e Numident Abngwit te SS-5,
tis appkantwoull alloh axe to promde evdence t supportt e name ch ange,
such as amarriage certificat.

IFa chin antdoes nothawe an SSNwhenhe orshe app ks forbene fits,

P.L. 100-647 and SSA procedures require ¢ att e indiMduallcom pl€ an SS-5
before receiving payments.” As wit alappkant for an SSN, t e chimantwoull
be required © prouMde eudence ofage, identity, and U.S. citizensh ip be fore a

num berw as issued.

BO SSN A Brt Process

BOSSN allrts are generatd o FOs when t e MBR ofan auxilry or sunaor

be ne ficiary wh o app Ed for bene fits after June 1, 1989, contains an un\erified
SSN oris missing an SSN. SSA impEImentd tw o prograns to generat BOSSN
alrts: 1)te Misce lhneous Conrections program, which initats t e BOSSN
umerfied allrtprocess zand 2) t e Regu br Transcript Attiainm entand Se Bction
Pass program, which inittatts ©t e BOSSN missing alrtprocess.

BOSSN allrts are issued on a bimont ¥ schedull, which is based on bene ficiaries *
inita ldats ofentithment Forexampl, ifa chimantbecame entithd t© bene fits
in January 199 O, butdid notpromde an SSN during t e app kation process, a
BOSSN allrtwoull be generated to te FO t atprocessed tie chim e\ery odd-
numbered mont (e.g., March, May, Jul, etc.))untilt e SSN w as recorded and
\erifiedin te system. Hte chimantbecame entithd in February 1990, but
provded a diferentname ordat ofbirt t an alady recorded in SSA 3
Numidentmastrfill, an alrtwoull be issued to tte responsibl FO e\ery
exen-numbered mont (e.g., April June, August etc.))unti it e discre pant

inform ation w as resolled and conected.

Pre vyous Audit Andings

h an audit rportentithd, “Renvew ofPayment t Auxilary Bene ficiaries W it out
TheirOw n Socia lSe curity Num be r’’(CIN: A-13-86-62608), issued

January 23, 1987, SO IG notd t attte khck ofSSNs for auxi lary be ne ficianes
had a significante fie cton SSA's abilty © m onitor paym e ntaccuracy and t
detctand reconero\ermpayment.

7 UntiBAugust1997, howe\er, SSA did notadhere o tis rquirment Specifical}, SSA
adjpdicatd and aw arded bene fits © c him ants w h o did notprovde an SSN. According 10 SSA, a
rexsed \ersion ofMCS, re Based on August25, 1997, now preclides t e adjdication ofa chim if
no SSN is pronded.



Specifical}, t e reportidentified t e folbwing f\e areas t atcou ll be im proned if
be ne ficiaries were required to proMde endence ofan SSN as a condition of
payment

Prior CRhims/O\emayments Recovery: The use ofan SSN as a personalidentifier
woull albw SSA to directh rrference onverpayments to te Bbll indivduako t at
te Agency coull ensure colction from future benefis. Forexampl, a 1985
Recowery ofO\ermayment, Accounting and Reporting mastrfill inclided

approxim at ¥ 45,500 auxi bry bene ficiaries, representing an estimatd 929 milbn
in o\erpayments, forwhich SSA did noth ave SSNs recorded. As aresulk te
o\erpayments coulll notbe dirrcth referenced for future reconery shoull te
indivdua l become entithd © benefits underth eir ow n SSN or anot e r account
num ber atasubsequentdat. Therefore, reco\ery activties were minatd.

Annua IEamings/£nforceme nt Reguiring SSNs from app kants /e ne ficiaries wou H
enabll SSA to monitor conplnce wit te annuakarnings I itaton fort e o\er
1.2 milon bene ficiaries wh o did noth ave vald SSNs on record attie time te
reportw as issued.

Stat Deatt Data: The comparison ofStak deatt data to bene ficiary payment
records is keyed to te SSN. Therefore, beneficianes wit missing or un\erfied
SSNs are notsubpctto tte re\ew prouvded by te Stak deatt datamatch. The
auditeportstattd t att e match had successfu lf identified $32 milbn in
ermoneous payments when SSNs were anailhbll.

Dupkat PaymentDetction: Attie time te auditrportwas issued, te Master
FHl Dup kation De t ction O pe ration (MAFDUP)used name, dat ofbirtt , and
ZIPcode inacomputrmatch designed o detctdup kat payment. Because
un\erified SSNs often proned t be unre lBb I, tis crit non w as notused in
MAFDUP. H owe\er,had tte SSNs been \erified, tis data coull h axe pro\ed
\vallabll in tis det ction process.

Taxation of Benefits: The use ofSSNs woull allo albw SSA to provde the

ht malRe\enue Senice (RS)w it benefitpaymentdata t atis com patbl w it
RS processing. H owexer, witt outSSNs, RS mustuse otter Bss-e flicient
channe I to assess and co Bcttaxes for bene fits paid to indivduall w it outt is
inform ation. As aresull re\xenues attributab l  taxes im posed on bene fits m ay
notbe reaked.

HH SO K rrcommended, among ot ert ings, &t at SSA seek HBgis khtinve aut orty ©©
require a\ald SSN, or an app kation for an SSN, as a prerequisit to receivng
mont F benefitpayments. SSA agreed and inclided in its HscallYyear 19 88

Le gis ktine Proposall a recom m e ndation t atauxilary be ne ficiaries promMde teir



own SSNs as arequirmentforreceiptofbenefits. This proposalw as enactd as
partofP.L. 100-647, which contains t e fo lbw ing prousion:

Require, as a condition for re ceining Socia ISe curity bene fits, t at
be ne ficiaries eit er fumish @ eir SSN or app ¥ forone. The prousion is
efectine wit entitiments beginning aferMay 19 89 .

Additonal}, t e SociallSecurity Act, tith I, section 205(c)2)XPw as anended t
state:

The Commissioner of Socia BSe curity sh alre quire, as a condition for receipt
ofbenefits undertis tith, © atan indiMdua Humish satis factory proofofa
Socia BSe cunty accountnum ber assigned to such indivvduallby t e
Commissione r of SocialSe curity or, in t e case ofan indivdua o w h om no
such numberhas been assigned, t© atsuch indinsdua lm ake proper

app kation for assignmentofsuch a num ber.

SCOPE AND METH ODO LOGY

The obpctinve ofour auditw as © revew SSA pokies and procedures to record
and \enfy SSNs used by auxilry and suna\or be ne ficiares be fore approvng
tith HNpayment.

To accom pEh ourobpctine, we reewed Bws and regu ktions requinng SSNs as
a condition forti e receiptofbenefis. We allo conductd discussions witt SSA
personne Mo detemine te procedures used to process beneficiary chims and
resolle BOSSN alrts.

The auditperiod rexvewed beganw it te initalldat ofentitimentforeach

be ne ficiary inc Bided in oursampll and ended on AprI30, 1997. We analzed
MBRs, and oti e r appropriat systm quernes (e.g., Numidents, A bh a-hde x
reports, and Dexe bpmentWor sheets) fortiis pudgmental-se Icted sampll of
bene ficiaries. The sampll inc bded 54 be ne ficiaries from a popu ktion of

5,492 missing SSNs t at FOs were allred o in Marah 1997. We allose Ictd
75 bene ficiaries from t e popu ktion 08,956 un\erified SSNs ©t at FOs were
allred © in April1997. We chose tese sampll iems from among te FOs wit
te Rrgestnumberofalrts as folbws: 1) te first20 missing SSNs from 2 FOs
and a otallof14 ot ermissing SSNs from 2 additonallFOs ;and 2)t e first

5 un\erified BOSSNs from each of15 FOs.

Because oursampll was judgmentalf se Ictd, tte resub were notpropctd
t e totalpopu ktion ofmissing and un\erified SSNs. Our rexew ofdocum e ntation
and any identified weak nesses re Red onlk to e iems inoursampl.



We revewed t ose inte mallcontro Bprocedures necessary t meetour obp ctines.
Auditw ork was conductd attte SSA FOs bcatd in Bim ingh anm and TaBdega,
A Bkbam a, and \ja & Bph one discussions w it SSA personne Blin i ouston, Texas 3
Orhndo, Fbrida ;Mineo b, New York zand Las \£gas, Nevada. He B work was
performed between October 1996 and Septmber1997. Our auditw as conductd
in accordance witt general} acce pted gove mmentauditing standards.



RESULTS OF REVIEW

Since te enactmentofP.L. 100-647, SSA h as significanth reduced e numberof
auxi Bry and sun/i\or be ne ficiares wh o receine benefitpayment w it outa

\erified SSN. h 1990, te year folbwing imp Imentation oft e hw, SSA issued
approxim ate ¥ 116,000 BOSSN allrts. H owe\er, during March and Aprnill199 7,
tere were 29,705 beneficiaries w it missing orun\erified SSNs

(18,480 un\erified and 11,225 missing)in cunentpay status.® Whill we

ack now Bdge tt atSSA has made considerab I strides in im proMng its practice of
re cording be ne ficiary SSNs, we be B\e ttatfurtterefiorts coull be taken
strengtten controll wittin SSA 3 chims app kation process to ensure com p lance
wit te Bw and Agency requirements.

TH E MPORTANCE OFVALDATING MISSING OR UNMERIHED SSNS

h addition © being contrary t© Igaktipu ktions, SSA I practice ofpaying be ne fits
o chimants whohaw missing orun\erified SSNs h as an im pacton ot er Agency
responsibi Mies as discussed in te fo Bbw ing reportsections. Specifical}, wit in
oursampll of54 missing BOSSN allrts, we identified 9,609 in o\empayment
and inconectpayments t atcan be attributd t missing SSNs for four

be ne ficiaries. Additonal}, SSA personne ladused t att e fine auditissues
outhedintte HH SAOIG 19 87 audit e port continue t occur be cause ofun\erified
SSNEs.

Abough FOs were allred o tte missing and discre pantinform ation on a

bimont ¥ basis, we found t att e beneficiaries inclided in oursampll h ad been
in currentpay status for an anerage of3% years (ranging from 1 mont t o\er

7 years)w itt outany conectinve action taken. h totallte 129 beneficianes
examined h ad been paid 2.2 milbn in tith Nbenefits between t e datts t attiey
were inftial}y entitld t© benefits and Aprill30, 199 7.

SSA T Comphlnce witt LegalRequirements
P.L. 100-647 and SSA pokies require beneficianes t prouMde proofofan SSN or

t subm itan app kation for an SSN be fore receivng Socia ISe cunty be ne fits.
Howe\er, att e time ofour auditfie B work, FO personne Bcou Bl process benefit

8 Qursampll cases were derined from asubsetoftie 29,705 beneficiaries. This subsetinc lided
5,492 missing SSNs and 8,9 56 un\erified SSNs t at FOs were allred o in March and Aprilll99 7
respectine ¥.



payment exen t ough an SSN w as missing orh ad notbeen \erfied. Specifical¥,
before August25, 1997, tte Agency 3 autom ated systms did notpreclide
paymentto beneficiaries w it outan SSN. Additional}, FO personne Bcou Bl bypass
certain conttoll wittin SSA 3 MCS t atwere designed t pre\entadpdication of
chims forindivduall t atprovded names, dats ofbirtt , or SSNs t atdid not
agree witt datarecorded in otter SSA systms.

According o SSA FO personne Ra new re Base of MCS, impEmentd on
August25, 1997, contains a contro bt atpre\ent t e adpdication and payment
ofbenefits to a beneficiary witt amissing SSN. We commend SSA 3 eflorts o
be tfe r contro It e initia Bre cording ofbe ne ficiaries SSNs. H owe\er, as exp hined
REtrin tis report, SSA personne Bare sttllabll © adpdicatt chims when an SSN
iIs un\erified. As such, SSA practices sttlimay notfull comp b wit Hgal
requirrments.

Forexampl, wittin oursampl of 75 un\enfied SSNs, we identified 10

(13 percent) forwhich e SSN appearing on te MBRw as incomect’ These

10 individual were paid F09,325 oner an axerage ofahost4 years. Ourre\ew
showed t ata certain am ountoft ese inconectnumbers were atiibutabll ©
clricallor chimanteror. As pointd outin a prenvous O IG reportentitid,
“Revew ofintmallControll in t e SociallSecurity Adm inistration 3 M ode mized
Chims Systm ”?(A-04-9 5-06019 ), issued May 16, 1997, w it out\enfiabl SSNs,
emphbyees have te opportunity o creat falle auxibry and sunaor chims

t rough im properuse ofexisting SSNs. Nexert e Bss, in response t© tis and
prenous H H SO IG reports, SSA managementdeched © impImentcontroll
designed : 1)require managementappronaHor tt e adpdication ofachim when
t e beneficiary 3 SSN is un\erified ;and 2)prexentt e reso lition of BOSSN allrts
by e same empbyee who adpdicatd t e originallc him .

O\erpayments and hconectPayments Resuled from Missing SSNs

Our auditconfimed ¢t atSSA T failirr © obtain and record SSNs for auxi lry

be ne ficiaries h as an im pacton t e accuracy ofSSA payments. Forexampl, of
t e 54 indiduall inclided in oursam pll forwhom SSA had no accountnum ber,
3 (6 percent)exceeded annuakarnings I itations and were subsequenth
o\erpaid B1,444 in benefits. Additona ¥, wit in e missing BOSSNs rexew ed,
we identified inconectpayments of$Hl5,165 t© one beneficiary (2 percenwh o
had died oner 2 years before payments were €minatd. The oxerpayments and
inconrectpayments © tese indivduall were notprexentd ordetctd by SSA
because e SSNs were missing from te MBR and, t erefore, notmatched
successful} o annualkarnings or Stat deat data.

* The rmaining 65 be ne ficiaries inc lided in e un\erified SSN sam pll h ad discre pancies between
t e names ordats ofbirtt as rrcorded on te MBR and ¢ ose shown on tie Numidentmastrfill.



Attie time ofour auditfie Bl wor, SSA had an on- ke editw it in MCS t at
creattd a Dexe bpmentW ork sheett atidentifies issues t be resolled whene\er
discre pantormissing inform ation w as entred forachimant This screen w as
intnded o faciltat te resoltion ofdiscre pancies during t e app kation process.
H owe\er, our obse nations confimmed t att ese discrepancies did noth axe to be
resolled before achim was adjudicatd and payment issued to t e beneficiary.

Forexampll, Dexe bpmentW or shee ts for four be ne ficiaries h ad a ““2”in p khce of
te chimants "SSNs. Ne\erth e Iss, SSA issued payment t tese individual for
an axerage of2 years wit outrcording vall SSNs. h totall t e 54 auxibry

be ne ficiaries inclided in oursampll were paid oner & milon during our audit
perod, exen t ough SSA had no SSNs recorded fortt ese indinydualll.

As exp hined prensous F, a new rexsion ofFMCS appears to h axe promMded tie
controll necessary o prexentfurtt er payment t beneficiares w it ouUt SSNs.
According b, we willmake no recommendations in tis report regarding controll in
tis area. Nenertte Bss, we encourage SSA t resolle alloft e missing SSNs t at
remain outstanding so t att e Agency can pre\xentany furth er o\erpayment and
ensure complnce witt Bgallrrquirrments.

Adm inistrative Prob Ims Resu ling from Un\werified SSNs

Ak ough we nottd no monetary eflects in te sam pll ofbene ficiaries w it
un\erified SSNs, SSA personne Badused t att e adm inistratinve burdens caused by
un\erified SSNs, which were outhed in te 1987 H # SO IG audit re port, continue.
Specifical}, te hck ofa\erfied SSN can preclide: 1)t e reco\ery ofcertain
o\erpayment ;2)annualkarnings enforcement;3)Stakt deat datamatching 5
4)dup kat paymentde € ction ;and 5) taxation ofbe ne fit r porting. Forexampl,
HH SO IG rported t atw it outa vald SSN, SSA is unabll to accurat ¥ report
indivydua Bbe ne fitinform ation © te RS. As aresulk RS mustuse otier Bss-

e flicientch anne | o assess and co Bcttaxes for bene fits paid © indivvduall w it
imvall accountnumbers. Therefore, re\xenues attributabl © taxes im posed on
benefitt may notbe rralked.

Ofte 75 un\werfied BOSSN allrts inclided in oursampll, 73 rsulked from a
discrepancy between tte name, dat ofbirt , andbr SSN entred during t e
chim s app kation process and t atrcorded on SSA 3 MES.*® Discrepancies can
be caused by name ch anges notpre\ous ¥ reported to SSA or\variations in te
spe Bhg and/or arrangeme ntofnames. Additonal, dats ofbirtt \aried for
certain chimants wh o firstapp kd for an SSN (general}, between 19 25 and

0 MESis tie systm SSA empbys o entrenumeration data (e.g., name, dat ofbirtt, motier3
name, fater3 name, etc.)pronmded by SSN app kant and to generatt Socia ISe curity cards.



1950) when SSA did notrquire exdentiary proofofage. As aresulk tie
inform ation inita B recorded on MES m ay noth axe been accurate. Oter
discre pancies appear to be caused by clricallor chim ante nors and/Ar o\ersigh t

The mostrecentMCS re Base (3.6.1)issued on August?25, 1997, statks, in part,

MCS interfaces wit MESwhen tte name(s)entred on tte Appkaton
screen (APPL)disagrees wit tte Numidentname. When te name(s)is
discre pant, MCS propagats e MES screens atte end ofte app kation
pat . This generats 2 new Dexe bpmentWorksheet(DWO1)issues,
CLNAME or \W NAME. These issues mustshow areceiptdat (or
XXXXXX)before e chim can be adjdicatd. [Em phasis added.]

hsummary, tis poky staks t atifchimantinform ation entred in MCS does not
reconcill witt inform ation contained in MES, tw o De\e bpmentW orisheetissues
(itms needing reso lition)w i Mbe propagattd. The poky allo stats t atMCS
contains areceiptdat fie Binwhich SSA personne khoullentert e dat

emMdence was presentd by te chimantto resolle te discrepancy (Dee bpment
Worksheetissue) Howexer, iFSSA personne lw antto com plt processing ofa
chim whenewdence has notbeen presentd to resolle t e discrepancy, ey may
entrsix X3 inte receiptdat fie Bl rat er tt an an actua ldat.

We be BExe tatte inclsion ofsix X3 (XXXXXX)inte receiptdat fie B oftie
Dexe bpmentW orksheetw it outm anage me ntconcunence circum\ents te inent
ofte control Ak ough discrepancies and erors can be expectd in any process
oft is magnitude, we be E\xe tt atSSA canensure betier complnce w it

P.L. 100-647, ift is contro Icou B notbe bypassed by personne lot ertt an FO
management Furtier, ifFO personne lwere required to reso be discrepancies
whill complitng te initallchims appkation, te need for BOSSN allrts w ou Bl be
reduced significanth.

BOSSN ALERTS NOT RESOL\MED N A TMELY MANNER

A b ough responsibl FOs are notified ofmissing or un\erifitd SSNs on a

bimont ¥ basis, te 129 beneficiaries inclided in oursam p s h ad been paid
ahost.2millbn o\er an axerage 3% years (ranging from 1 mont to o\er

7 years) Assuch, FOs receined an axerage of21 allrts (oner42 montts)fortie
iems revewed. SexerallFO managers witht whom we spoke exphined t at
resoling BOSSN allrts is a bw priority anong t e many ot er duties assigned t©
t eiroffices. As such, FO personne ldo notall ays innestigatt BOSSN allrts in a
time F manner. One FO managerdefined tte resobtion of BOSSN allrts as simp k¥
a “feconcilbtion of records ””and asserted @ at FO personne ksh ou ll m ore
appropriat ¥ spend teirtime woring to getbene fit to SSA recipients.



Howe\er, as discussed pre\ous F, obtaining \erifiab B SSNs for auxi lry and
suna\or bene ficiaries canhe b to ensure paymentaccuracy and prexentoter
adm inistratinve and re porting de ficiencies. Forexampll, ifresponsibl FOs h ad
resolled tte BOSSN allrts fortie t ree beneficianes in our Inited sampl who
exceeded annuakarnings Initations inamore time k manner, SSA coull h a\e
ensured t attese and alot er beneficiaries wit unresolled SSNs were
Subpctd to appropriat earnings st in subsequentyears, tereby prechliding
furtt er onerpayments.

Ofte 129 BOSSN allrts examined, we detrmined t e corre ctSSN or identified

t e discrepancy prechliding \erificaton for albut6 (5 percent) oft e bene ficianes,
asshowninte folbwing abl. These six indivduall were paid a totallof

B 8,445 o\er an axerage of4 years.

Missing and Un\erified BOSSN A Irts Renvew ed

A\£ rage
Num be r of Num ber of SSNs Not
BOSSN A Irts Allrts bsued Tota IBe ne fits dentified by
Cate gory Rewewed P r SSN Paid? Audit Team
Missing 54 21 $H,061,713 4
Un\e rifie d 75 21 1,137,838 2
Total 129 21 92,199,551 6

*Totalbene fits paid rpresentt e amountpaid o te 129 chimant betveen tieir
respectine initalldats ofentitimentand Apri 30,199 7.

Source: O IG anaksis ofMBR and MES data fortie 129 BOSSN allrts sam p Id.

Todettmine te comectSSNs, we research ed pertinentSSA systms, inc liding

te Numidentmastrfill, Apha-lhdex Queres, and in some instances,

Dexe bpmentWorksheets. We recognize t atto compb witt te inentof
P.L. 100-647, SSA personne Imay be required to perform additonak€ps ©

properk updat Agency records. Forexampll, FO personne Imay need to contact
be ne ficiaries t obtain SS-5 app kations and supporting e\dence t issue SSNs t
t e six indivduall forwhom we coulll not bcat an SSN. Additonalf, SSA
personne Imay h axe t© contactbene ficiares so tatttey can dettmine te rrason
for and possib 1 reso btion ofun\erified SSNs (e.g., bene ficiary promMded w rong
num ber, name, ordat ofbirtt ). Furtier, SSA personne Inustr\se te

inform ation contained ineiterte MBR or Numidentmastrfill.

A b ough resolition of BOSSN allrts may be a bw prionty in FOs, we do not

be B\e itshoull ake an axerage of3 years, oramaximum of7 years, tO
complt. We base tis assertion on te resulk ofour anaksis.
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Again, we be BE\xe t attte need for BOSSN allrts coull be reduced significanth if
SSA impImentd controll t atpreclided adjudicaton ofchims and paymentof
benefits unliss \ernfiabl SSNs are obtained from chimants. We are encouraged
by SSA3 impImentaton ofMCS re Base 3.6.1 and MES re Base 3. fowe\er,we
be Bxe tt atmore shoull be done to: 1)rsole te BOSSN allrts cunenth
outstanding, 2)pr\entfuture oxerpayments, and 3)ensure complnce wit HBgal
requirrments. A ough SSA has deched to impImentcontro knh ancement as
aresukofprewvous OIG reports, we be Bxe ttatt e problIms outhed in tis

re port pronide conwncing arguments forth e Agency 1 reconsiderits position.**

For i Bstratine, butnotstatis ticalpurposes, extrapo kting t e resulks from our
sampll o e 11,225 missing allrts yie Bs estimatd o\ermpayments and incone ct
payment 1 bene ficiares of$t millbn. Additional}, we were unabll t© det mine
corectSSNs for6 oftte 129 BOSSN allrts in oursam pl. Extrapo khting from te
sampll o e uninerse 029,705 allrts, we estimat t atdR2 milbn w as

im prope r§ paid to bene ficiaries wh ose SSNs cou Bl notbe det mined.

" These rports inclide 1)ant # SO IG reportentithd Renjew ofChill Dependents Dats ofBirth
on t e Mastr Beneficiary Records of Tith Il Be ne ficiaries (A-01-9 2-02001), issued in March 199 3 3
and 2)an SSAL IG reportentitld Reniew ofiIne mallControll in te Socia lSe curity

Adm inistration ¥ Modemized Chims Systm (A-04-95-06019 ), issued May 16, 199 7.
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CONCLUSDN AND RECOMMENDA T NS

Based on e resulk ofour re\ew, itis our opinion t at, during our audit
perod, SSA 3 FO app kation de\e bpmentprocess did noth axe sufficient
controll in phce o preclide t e paymentofbene fitt © auxi lhry Aunior
chimants who appkd forbenefits witt an unk now n orun\erified SSN. As
such ,we recommend t e folbw ing conectine actions to ensure SSA 3 future
comphbnce wit Bgalrequirment:

1. Take appropriat action © resolle aBouttanding missing and un\e rified SSNs
inatme ¥ mannerandevallat te rrsulbk tbdettmine whettertere are any
indications offraud t atmay w arrant e errallto O IG 3 O flice of In\es tigations.

2. Reconerowerpayments totabhg $B},444 m ade 1 bene ficiaries wh o h ad e arnings
in excess ofannuallm itations.

3. Seek restitution ofHl5,165 in bene fitt w rong ¥ paid after a chim ant? deat .

4. Require manageme ntappronalMa entrty ofa second pe rsona lide ntification
numberin MCS to o\ermide systm edits (e.g., Dexe bpmentW orksheetissues)
designed o preclide tte aw ard ofbenefis to chinant wit an un\erfied
SSN.

5. bsue amemorandum t© aBSSA personne Iresponsib l for processing auxi lry
and sunA\vor be ne ficiaries t© atw i Breem ph asize t e im portance offo Bbw ing
estabkhed procedures so t ata proper de & m ination ofe Igibi My can be
m ade .

AGENCY COMMENTS

hitt wrnten response to ourdraftreport, SSA agreed wit fourofte fhe

recom mendations. Specifical}, SSA stated t atitis alkady pursuing approprat
remedies fortie cases inwhich overpayment and inconectpayments were
identified. Furtter, SSA phns to issue amemorandum t atwill 1)instiuct
personne Mo reduce tie numberofoutstanding allrts ;2)reem ph asize te

im portance offolbw ing estab kh ed procedures ;and 3)evaliat similhr type cases
for indications of fraud and m ak e appropriatt rfrmal © te O IG.

SSA disagreed w it our recommendation ¢t atw oul require SSA management
appronaho o\emide systm edits designed o preclide tte aw ard ofbenefitt ©
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chimants wit an un\erified SSN. h it response, SSA stated tt att e un\erified
SSNs resu kfrom minor discre pancies between inform aton entred into MCS and
inform ation stored on e Numident Furtter, SSA rstatd t atte O IG auditdid
notrportamonetary eflectassociatd witt tte sam pll ofbeneficiaries w it
un\erified SSNs. Therefore, SSA did nothbe B\e t atrquiring a manager? re\ew
t o\emmide tie editwoull be costeflectine. Additonal}, SSA asserted t att is
controlw ou Bl im pede t e processing oftte chim. SSA did agree t att ese
discrepancies shoull be resolled ina tme ¥ manner and w i Missue a mem orandum
o appropriat staff. (See Appendix A forthe fullextofte Agency 3 comments.)

O IG RESPONSE

Ourrewvew dischbsed tt atab ough SSA has impEmentd procedures designed t©
compkwit te prousions of P.L. 100-647, we be BE\xe t atfurtt erefiorts coul
be taken to strengtten conttoll wit in SSA 3 chims app kation process to ensure
comphbnce wit Bgalland Agency requirement. Whill criticalide ntifying

inform ation is com pared t© SSA I mastrfils for alic hin ants, an editdoes not
prexentpaymentwhen discrepancies exist SSA T poky stats t atifc himant
inform ation entred in MCS does notrconcill wit inform ation contained in MES,
twoDewe bpmentW orksheetissues (itms needing reso lition)w i Mbe propagatd.
The poky allo statts ©t atMCS contains areceiptdat fie B in which SSA
personne khoullentertie dat emdence was presentd by tte chimantt resolle
t e discrepancy (Dexe bpmentW orksheetissue). H owe\er, iFSSA personne lw ant
t com plt processing ofa chim and evdence has notbeen presenttd to reso e
te discrepancy, tey may entersix X3 inte receiptdat fie B rat er t an an
actua ldat .

We be BExe tattie inclsion ofsix X3 (XXXXXX)inte receiptdat fie B oftie
Dexe bpmentW orksheetw it outm anageme ntconcunence circum\ents te inent
oft e controll Consequentlh, OIG affirns tis recommendation and request t at
SSA reconsider it position on requiring m anage me ntapprona o o\e rride systm
edits designed to preclide tte aw ard ofbenefit ©© chimant w it an umerfied
SSN. Furtter, ifFO personne were required t reso e discrepancies whill
complitng te iniialichims app kation, te need for BOSSN allrts wou Bl be
reduced significanth.
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